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The Propensity to Continue Service Internationalization 
A Model of Planned Behavior 
 
Abstract 
The present study investigates the propensity to continue internationalization by experienced 
international service providers. Enhancing the cognitive-behavioral root of 
internationalization process theory (Johanson and Vahlne 1977; 1990), this paper builds upon 
Ajzen’s (1991) theory of planned behavior. Consistent with the latter theory, the propensity to 
continue service internationalization is modelled as behavioral intention that results from (1) 
an overall attitude towards internationalization, (2) structural and strategic behavioral norms, 
and (3) inhibiting factors that exert behavioral control upon propensity. Using partial least 
squares analysis, a propensity model is tested on a sample of 193 international service 
providers. The results suggest that our model explicates and enhances the cognitive/affective 
character of internationalization process theory. 
 
1. Introduction 
 
Service internationalization is a complex process. In industries such as banking, retail, 
logistics, business consulting, engineering and project management numerous examples are 
known of firms that recently experienced major complications in their internationalization 
strategy, especially due to the inherent characterstics of their very market offering – intangible 
services. Both empirical and theoretical work (e.g., Erramilli 1990; Li 1994; Patterson and 
Cicic 1995; O’Farrell, Wood and Zheng 1996; Björkman and Kock 1997; Majkgård and 
Sharma 1998; Capar and Kotabe 2003) have uncovered particular complexities of service 
internationalization. These studies illustrate that the distinguishing attributes of services, 
especially intangibility, variability and, similtaneous production and consumption (Zeithaml 
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and Bitner 1996), impose unique difficulties during as well as beyond the start of an 
internationalization process (Buckley, Pass and Prescott 1991; Knight 1999; Lovelock and 
Yip 1996; McLaughlin and Fitzsimmons 1996). Services cannot be easily displayed or 
communicated to potential overseas clients, and they cannot be directly exported in the way 
physical goods can because production and consumption cannot be separated. As Nicaloud 
(1989) points out “service marketers do not enjoy the same opportunities for learning from 
gradual experience as goods firms, via indirect or casual exporting. The international marketer 
of services has got no choice but to deal directly with the foreign customer” (p.58). Thus 
service firms are forced to choose from a reduced set of entry modes when internationalizing.  
Finally, since many services are high contact – that is key personnel provide the expertise 
(project management, civil or mining engineer) they are often required to be on foreign soil 
from day one. 
 
Nevertheless, more service enterprises than ever before are seeking opportunities 
abroad and compete on an international or even global scale. Dominant drivers such as the 
deregulation of international trade in services, globalization of industries, and advances in 
information and communication technology among others, have significantly intensified 
cross-border trade of services. Today, services officially represent more than 20% of world 
trade and are the fastest growing sector of world trade for the last two decades (World Trade 
Organization 2001). Furthermore, in many manufactured goods markets, the service 
component of market offerings is responsible for a major and increasing part of the total value 
(Brown et al. 2001). This ‘hidden service sector’ (Grönroos 1990) offers a leverage for many 
firms’ differentiation potential. It is fair to state that cross-border service delivery has become 
a mature and fully integrated activity in many of today’s multinational enterprises.  
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With respect to service internationalization, research is lagging behind. To date, 
academic interest has primarly focused on the (pre-) start-up phase of service 
internationalization (Knight 1999; Lommelen, Matthyssens and Pauwels 2001). Some of the 
most popular themes are: (1) internationalization motives (Winsted and Patterson 1998), (2) 
country/market selection (Kundu and Contractor 1999), (3) initial entry mode choice 
(Erramilli 1992; Ekeledo and Sivakumar 1998), and (4) typologies of international services 
(Patterson and Cicic 1995). With the increasing prominence and integration of international 
services in the world economy, the time is right for investigating the process of service 
internationization beyond its start-up phase (Capar and Kotabe 2003).  
 
The present study focuses on ongoing service internationalization. In particular, we 
investigate the antecedents of a service firm’s propensity to continue internationalization. 
Relying upon the Theory of Planned Behavior (Ajzen 1991), we model propensity as a 
function of salient normative, affective and control beliefs. To accommodate this perspective 
in a more traditional behavioral perspective on internationalization, we develop the attitudinal 
component of the Uppsala Model (Johanson and Vahlne 1977; 1990). Attitudinal commitment 
serves as a pivotal construct to embed our model of behavioral intention into a broader stream 
of behavioral research on the internationalization of the firm.    
 
The remainder of this paper goes as follows. First, we shortly review the literature on 
service firms’ propensity to continue internationalization. In the next section, we present 
internationalization process theory and more in particular the so-called Uppsala Model as a 
theoretical point of reference and develop the attitudinal component of the Uppsala Model in 
section four. In section five, we present the Theory of Planned Behavior as a point of 
departure for the empirical study. In section six, we translate the latter theory to model the 
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propensity to continue service internationalization and present accompanying hypotheses. The 
next section presents the design of the empirical study. Section seven discusses the analytical 
findings. The paper finishes with an interpretation of these findings, managerial implications, 
a discussion of the theoretical contribution and limitations, and some specific 
recommendations for future research.   
 
2. Propensity to continue internationalization 
  
To the best of our knowledge, only a very limited number of studies have investigated a 
firm’s propensity to continue internationalization. These studies mainly focused on the impact 
of past performance on future commitment to internationalization. Illustrative is a study by 
Patterson, Cicic and Shoham (1997) that relies on the disconfirmation of expectations 
paradigm (Anderson 1973; Oliver 1980) to explain export satisfaction and intention. Testing 
their model on a sample of service firms, the authors indeed found that the subjective/relative 
performance measure is a stronger predictor of both satisfaction and intention than the 
objective/absolute performance measure. More recently, Lages and Montgomery (2001) 
investigated how foreign market development, competition, and satisfaction with past 
performance influence a firm’s commitment to continue exporting. The study supports the 
idea that satisfaction with export performance is a prime antecedent of a firm’s ongoing 
commitment to exporting. To develop a contingence perspective on the relationship between 
perceived performance, satisfaction and export intention, Lages and Montgomery (2001) 
suggest to accommodate moderating exogenous (e.g., competitive pressure) as well as 
endogenous variables (e.g., management commitment).  
 
  4 
Patterson, de Ruyter and Wetzels (1999) extend the Patterson et al. (1997) model to 
include external and internal export motives along satisfaction with previous export efforts 
and current export intensity as antecedents of intended future export commitment. Using 
factor analysis five export motives were distinguished: the attractiveness of export market 
incentives, management commitment, domestic push, client following and competitor 
following. While the overall power of the model turned out acceptable, only one of the five 
motivational factors – management commitment – significantly contributed to the explanation 
of future export intention. It is striking to observe that all non-significant motives in Patterson 
et al. (1999) are related to strategic considerations, which have been indicated in the extant 
literature as critical in the course of the internationalization process of a service firm (e.g., 
Blomstermo and Sharma 2003 for an overview). This may point at a high level of non-
rationality in the cognitive processes that precede a firm’s commitment to future international 
market commitment. The present study aims at the further development of the Patterson et al. 
(1997) model to include non- or less rational cognitive elements in the context of an ongoing 
internationalization process.  
 
3. Point of reference: internationalization process theory  
 
A dominant theoretical point of reference for the study of internationalization processes is the 
so-called Uppsala Model (Johanson and Vahlne 1977; 1990). Building upon a behavioral 
theory of the firm (Cyert and March 1963) and Penrose’s (1959) theory of the growth of the 
firm, the basic logic of the Uppsala or U-Model is quite straightforward: The allocation of 
resources to foreign activities holds a certain risk and induces experiential learning (learning-
by-doing), which results in market-specific knowledge. The increased stock of market-
specific knowledge reduces the risk in this particular market and stimulates additional 
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allocation of resources (Eriksson et al. 1997). Although initially developed to explain the 
internationalization of manufacturing firms, the logic of the U-Model holds for services firms 
where people (and their knowledge and skill base) are the key resources of the firm. Personnel 
who are required to deal with international clients on a face-to-face basis to ‘manufacture’ the 
service (e.g., engineer, management consultant) learn not only about the international process, 
but also about relational behaviors in a foreign environment.  
 
Fundamentally, the U-Model relies upon four (implicit) assumptions. First, firms 
maximize the expected future rent of their resources by allocating these to markets where 
doing business is judged to be least risky (Anderson 1993). Second, risk is reduced only 
through increasing market-specific knowledge. Third, market-specific knowledge is acquired 
through experiential learning (Johanson and Vahlne 1977). Finally, experiential learning is 
assumed an efficient process. Internationalization processes would not embark and/or 
continue if experiential learning would be or would become an inefficient process. Because 
experiential learning is a time-consuming incremental process (Huber 1991), the 
internationalization process is expected to be an incremental process alike (Johanson and 
Vahlne 1977; 1990; Pedersen and Petersen 1998). In sum, given risk aversion, 
internationalization is incremental and solely driven by experiential learning (Johanson and 
Vahlne 1977; Pedersen and Petersen 1998; Forsgren 2002). 
 
Since its conception in the mid 1970s, the impact of the U-Model on international 
business research has only increased, in both a product and a service context. To date, the U- 
Model remains a popular theoretical – almost paradigmatic – point of reference for the study 
of (services) internationalization (e.g., Bell 1995; Coviello and Munro 1997; Kim 2003). 
Nevertheless, the U-Model has been challenged from both theoretical (e.g., Andersen 1993; 
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Hadjikhani 1997; Björkman and Forsgren 2000) and empirical perspectives (e.g., Sullivan and 
Bauerschmidt 1990; Millington and Bayliss 1990). Its main problem seems to be the 
endogenous (i.e., non-discretionary) incremental character of the internationalization process. 
In terms of its founders: “Once it has started, [the internationalization process] will tend to 
proceed regardless of whether strategic decisions in that direction are made or not” (Johanson 
and Vahlne 1990: 12). Moreover, the popular normative ‘stages’ representation made the U-
Model even highly deterministic (Turnbull 1987). However, even without the straightjacket of 
an establishment chain, the U-Model apparently fails to explain leapfrogging, discontinuity, 
and withdrawal in the internationalization process (Benito and Welch 1997; Pedersen and 
Petersen 1998) nor does it cope with managerial discretion that goes beyond the optimization 
of the experiential learning process (Buckley 1996). With respect to the present study, these 
apparent shortcomings are critical and require further investigation. 
 
Contemporary adepts of internationalization process theory argue that this apparent 
rigidness of the U-Model accrues from the narrow conceptualization of its fundamental 
building blocks. Therefore, all lenses are currently focused on the upgrading of the knowledge 
concept and on a better understanding of the underlying learning process (e.g., Eriksson et al. 
1997; 2000; Forsgren 2002). This promising route is ongoing (Blomstermo and Sharma 
2003). The alternative route enters the U-Model via market commitment and commitment 
decisions. Although this alternative route remains poorly explored to date, we judge it 
essential to exploit the truly behavioral character of the U-Model. A first step in this respect is 
the acknowledgement and further development of the attitudinal component of the U-Model.  
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4. Pivotal construct: attitudinal commitment  
 
In the original U-Model, market commitment is composed of two factors – the amount of 
resources committed and the degree of commitment. The amount of resources points at the 
economic factors allocated to a particular market. Market commitment increases when a firm 
allocates more inputs to manage and support foreign operations. The degree of commitment 
represents the difficulty of finding alternative uses for these resources (Johanson and Vahlne 
1990; Andersen 1993). Hadjikhani (1997) extends this conceptualization. He argues that the 
amount of commitment points at the short term tangible (i.e., financial and institutional) forms 
of commitment, whereas the degree of commitment captures more the intangible long-term 
elements of commitment. Focusing on tangible and intangible commitment as separate 
constructs does not refute the U-Model’s logic yet promises a more dynamic perspective on 
internationalization. For instance, it could help explaining market withdrawal (decreasing 
tangible commitment) as a decision of product/market portfolio optimization in the context of 
a progressing (increasing intangible commitment) internationalization process (Douglas and 
Craig 1996; Pauwels and Matthyssens 2003). 
      
Hadjikhani’s (1997) two-dimensional conceptualization of market commitment 
corresponds with a contemporary understanding of the construct that distinguishes between 
attitudinal commitment and behavioral commitment (Meyer and Allen 1991; Gundlach, 
Achrol and Mentzer 1995). Nevertheless, we argue that the attitudinal dimension of 
commitment in the original U-Model remains largely underdeveloped. This is problematic 
since the unmediated relation between market knowledge and behavioral market commitment 
in the original model is symptomatic of the endogenous incremental character of the U-
Model.  
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 The management literature has now commonly conceptualized attitudinal commitment 
as a cognitive-affective state composed of an affect, a continuance, and a normative 
dimension (Meyer and Allen 1991; Anderson and Weitz 1992; Gundlach et al. 1995; 
Skarmeas, Katsikeas and Schlegelmilch 2002).  The affect dimension of commitment refers to 
the emotional attachment to a market. Firms with a strong affective commitment towards a 
particular market continue their commitment because they really want to be in that market. In 
a services context this also applies to the affect built up between individuals – i.e., individual 
service provider (e.g., consulting engineer) and the overseas client, and has been shown to 
enhance export performance (La et al. 2002). The continuance dimension refers to an 
awareness of the costs associated with leaving the market. As such, this dimension comes 
closest to the degree of commitment as defined by Johanson and Vahlne (1977). Firms with a 
strong continuance commitment towards a particular market continue their commitment 
because they need to be/stay in that market. Normative commitment reflects a feeling of 
obligation to remain committed to that market. Firms with a strong normative commitment 
towards a particular market continue their commitment because they ought to be/stay in that 
market (Meyer and Allen 1991). 
 
To integrate attitudinal commitment in the U-Model its relationship with behavioral 
commitment has to be made explicit. Following Meyer and Allen (1991) and Mowday, Porter 
and Steers (1982) we suggest an ongoing reciprocal influencing process. Actual behavior is 
instrumental to shaping attitudes, which, on their turn, act as inputs for decisions to deploy 
resources (i.e., behavioral commitment). As such, attitudinal commitment should be entered 
as a three-dimensional construct that mediates the relationship between market knowledge 
and market commitment in the U-Model.  
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 In sum, we suggest to explicitly adopt attitudinal commitment as a construct that 
mediates the relationship between market knowledge and (behavioral) market commitment. 
The explicit acknowledgment of an attitudinal construct paves the way for the 
accommodation and explanation of, among others, behavioral intention – or propensity – 
within the logic of the U-Model. In this respect, we deliberately forgo the dominant logic that 
internationalization decisions are the rational response to market conditions and are made on 
the basis of objective information that is gathered systematically (Ellis and Pecotich 2001).  
 
5. Point of extension: the Theory of Planned Behavior 
 
When building upon attitudinal commitment to model and investigate a firm’s propensity to 
continue internationalization, it is crucial to remain consistent with extant explanatory models 
of attitude and behavior. In this respect, Fishbein and Ajzen’s (1975) Theory of Reasoned 
Action and Ajzen’s (1988; 1991) Theory of Planned Behavior are most relevant.   
 
As the predecessor of Ajzen’s (1991) Theory of Planned Behavior, the Theory of 
Reasoned Action (TRA) (Fishbein and Ajzen 1975) proposes that behavior is determined by 
behavioral intention, which, in turn, is influenced by a person’s attitudes and subjective norms 
(Ajzen and Fishbein 1980). According to TRA, the attitude towards a behavioral intention is 
determinent by a person’s salient beliefs about the consequences of the behavior multiplied by 
the evaluation of the consequences. This attitude equation represents an information 
processing view of how attitudes are formed and change with the influence of external stimuli 
on the individual’s belief structure (Ajzen and Fishbein 1980). The more an individual beliefs 
that performing the behavior will lead to desired outcomes, the more favorable the person’s 
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attitude will be. As a second antecedent of behavioral intention, subjective norms are 
determined by a person’s normative beliefs, which are expectations of certain reference 
groups, and the person’s motivation to comply with these expectations (Fishbein and Ajzen 
1975). Both attitudes and subjective norms are important to explain behavioral intention. 
Research using TRA has proved successful across a number of disciplines (Sheppard, 
Hartwick and Warshaw 1988) and was “designed to explain virtually any human behavior” 
(Ajzen and Fishbein 1980: 4).  
 
Compared to TRA, Ajzen’s (1988; 1991) Theory of Planned Behavior (TPB) adds 
perceived behavioral control as a third antecedent of behavioral intention. Apart from a 
personal (attitude) and a social (subjective norms) antecendent, percieved behavioral control 
captures the person’s “perception of ease or difficulty of performing the behavior of interest” 
(Ajzen 1991: 183). According to TPB, behavioral intention is strongly influenced by a 
person’s confidence or belief in his/her ability to perform a behavior (Bandura 1991). At the 
most basic level of explanation, TPB postulates that behavioral intention is a function of 
salient behavioral, normative and control beliefs relevant to this particular behavior.  
 
6. A model of the propensity to continue service internationization 
 
Building upon Ajzen’s (1991) TPB, the propensity to continue service internationalization is 
conceived as behavioral intention that results from three antecedents: (1) the firm’s overall 
attitude towards internationalization, (2) the firm’s current intensity of internationalization, 
and (3) the percieved fit between internationalization and the firm’s corporate strategy. The 
effect of these antecedents on the firm’s propensity is moderated by a perceived degree of 
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self-efficiency of internationalization (Figure 1). Next, we discuss the role of each of these 
constructs.  
 
Fig. 1: The propensity to continue internationalization:  
A partially mediated model of planned behavior 
 
 
A firm’s overall attitude towards internationalization is considered as a crucial 
antecedent to the propensity to continue internationalization. This attitude captures the firm’s 
subjective desire to continue internationalization and develops from salient beliefs: outcome 
beliefs and normative beliefs (Ajzen and Fishbein 1975). Building upon Patterson et al. 
(1997), it is expected that disconfirmation of expectations of the outcomes of 
internationalization is a prime antecedent of a firm’s attitude and, eventually, of its intention 
to continue internationalization. Active international service firms should have at least 
implicit expectations about what benefits internationalization might bring. These expectations 
serve as a benchmark against which subsequent performance is compared or disconfirmed. 
Positive (negative) disconfirmation occurs when actual performance is perceived as falling 
short of (exceeding) expectations. According to Anderson (1973), Oliver (1980) and Oliver 
and DeSarbo (1988) disconfirmation feeds overall attitude towards a particular behavior. This 
approach has been applied and supported in earlier studies on export satisfaction and export 
propensity (Patterson et al. 1999; Wang and Olson 2002). Hence, we propose: 
 
H1: The propensity to continue internationalization is expected to be positively 
related to the overall attitude towards internationalization. 
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H2a: The overall attitude towards internationalization is expected to be positively 
related to the positive disconfirmation of expectations about past 
internationalization behavior. 
 
The intensity of internationalization is proposed as a second antecedent of attitude. 
Current intensity is adopted as a proxy for the degree of institutionalization of a firm’s 
internationalization process (Selznick 1957; Boeker 1989; Sullivan 1994). In the model, the 
degree of institutionalization of internationalization feeds normative beliefs, which are 
expected to have significant impact on the firm’s attitude towards continuing 
internationalization. Whereas internationalization intensity captures the structural component 
of the normative antecedent, strategic fit, a third antecedent of attitude, confines the strategic 
component of the normative antecedent. The perceived fit between the strategic option to 
continue internationalization on the one hand and the firm’s corporate strategy and goals on 
the other represent normative beliefs that influence the attitude towards internationalization 
(Nelson and Winter 1982; Boeker 1989; Hamel and Prahalad 1989). Accordingly, we 
propose: 
 
H2b: The overall attitude towards internationalization is expected to be positively 
related to the intensity of internationalization. 
H2c: The overall attitude towards internationalization is expected to be positively 
related to the perceived strategic fit between internationalization and the 
corporate strategy. 
 
In line with Fishbein and Ajzen (1975), the attitudinal antecedent is complemented 
with a subjective norm that directly affects a firm’s propensity to a certain behavior. Apart 
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from its expected impact on attitude, the institutionalization of past behavior is expected to 
have a direct impact on the propensity to continue internationalization. This direct relation is 
supported by theories of creeping and escalating commitment (e.g., Kelly and Amburgey 
1991; Ross and Staw 1993) and captures the acceptability of this behavior given current 
organizational routines, procedures and structures. It is expected that the mere intensity of the 
firm’s current international program contributes to a subjective norm that influences a firm’s 
intention to continue internationalization in the same way and intensity as before. Parallel to 
structural inertia, strategic fit represents strategic inertia and complements the normative 
effect on intended behavior.   
 
H3: The propensity to continue service internationalization is expected to be 
positively related to the current intensity of internationalization. 
H4: The propensity to continue service internationalization is expected to be 
positively related to the perceived strategic fit between internationalization and 
the corporate strategy. 
 
Consequently, the firm’s current internationalization intensity and the perceived 
strategic fit play a double role in the model. First, they act as (proxies) of belief structures that 
shape the attitude towards internationalization. Second, the two constructs captures the 
subjective organizational and behavioral norms to continue internationalization. Davis, 
Bagozzi and Warshaw (1989) among others illustrate that a single antecedent can play more 
than one role in a model of behavioral intention. In this perspective, it is theoretically relevant 
to test the explanatory power of the fully mediated model (only indirect effects of normative 
constructs) in comparison to the power of a partially mediated model (both direct and indirect 
effects of normative constructs). In this respect, we hypothesize: 
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 H5: A partially mediated model outperformes a fully mediated model in the 
explanation of the propensity to continue internationalization. 
 
To accommodate behavioral control as suggested by Ajzen (1991), we measure a 
manager’s perception of both internal and market inhibitors. This way, we capture a firm’s 
perception of the feasibility of internationalization. If the decision-maker perceives high 
barriers within the firm (e.g., limited resources or a lack of relevant capabilities) or in the 
foreign market (e.g., level of competition) the intention to continue internationalization is 
expected to be attenuated. Managers may claim that they are very much in favor of 
internationalization (attitude), yet forgo the opportunity to commit resources to this strategic 
option because they perceive the option as unfeasible. In contrast to Ajzen (1991) who 
proposes behavioral control as a mediator, we model internal and market inhibitors as 
moderators that impact upon the relationship between attitude and the two normative 
constructs at the one hand, and the firm’s propensity on the other. This choice is supported by 
Sheppard et al. (1988). Hence, we propose: 
 
H6a,b,c : The higher (lower) the degree of perceived internal and market inhibitors, the 
weaker (stronger) the direct impact of (a) intensity, (b) attitude, and (c) 
percieved strategic fit on the propensity to continue internationalization. 
 
To complete the model in a service context, we acknowledge the moderating effect of 
personal interaction with foreign customers during service delivery on the development of an 
attitude. In line with perception-knowledge-belief theory (Dretske 2000), it is expected that a 
higher degree of personal interaction during service delivery enhances the relationship 
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between salient beliefs and the emerging attitude. These interactions provide a person with a 
higher perceived sense of expertness, which inflates the perceived truthfullness of his or her 
own beliefs. Accordingly, we propose: 
 
H7a,b,c : The higher (lower) the degree of personal interaction during service delivery, 
the stronger (weaker) the impact of (a) intensity, (b) disconfirmation of 
expectations, and (c) perceived strategic fit on the overall attitude towards 
internationalization.  
 
7. Research design 
 
A three-stage research design was employed to test the hypotheses related to the partially 
mediated model (Figure 1). The first stage consisted of 15 semi-structured in-depth interviews 
with service firms involved in international operations. The purpose of this qualitative phase 
was twofold. First, we aimed at understanding how the antecedents of a firm’s propensity to 
continue internationalization were interrelated in practice. Second, the interviews provided a 
glimpse on the (implicit) decision-making process that underlies this apparently incomplete 
volitional model. While this knowledge enhanced the interpretation of the analytical results, a 
discussion of the process elements of this model goes beyond the ambition of this paper. 
 
Stage two involved a cross-sectional survey of service organizations. Pre-tested, self-
administered questionnaires were mailed to a non-probability sample of 1264 organizations in 
Australia. The Australian service sectors provide an ideal context for a study such as this. It 
has produced thriving service economies (especially professional services such as 
engineering, business consultancy, legal and medical firms). Moreover, this sector has been 
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especially aggressive in capitalizing on overseas market opportunities, especially in the Asia-
Pacific region. The questionnaire was directed to the senior executive officer responsible for 
the organization’s internationalization efforts or, in case no such officer existed, to the senior 
marketing person. After one follow-up reminder letter and the incentive of receiving an 
executive summary of the findings, 347 usable questionnaires were returned of which 193 
were involved in service export. A further 183 were returned due to incorrect address or 
incomplete information and 67 reported they were only involved in marketing goods. After 
excluding these, the net response rate of the survey is 34.2%. An analysis of those 
questionnaires returned from a second wave mailing were compared with the first wave, as 
recommended by Armstrong and Overton (1977), and revealed no statistically significant 
differences (α=0.05) on a number of key questions.  
 
Stage three of the analysis was organized after the statistical analysis of the survey. 
Four experienced top managers of four internationally operating service firms were asked to 
comment extensively on the outcomes of the survey. Alternative interpretations of the 
empirical results were discussed with these managers. This stage significantly helped 
upgrading the managerial logic of the discussion section as well as the identification of 
remaining study topics.  
 
7.1. Measures 
Table 1 gives an overview of the indicators and scales used in the questionnaire. Except for 
disconfirmation of expectations, all measures had to be operationalized for the purpose of this 
study. To operationalize the former we followed Patterson, Cicic and Shoham (1997) and 
Wang and Olson (2002).  
 
  17 
Table 1: Measures 
 
Except for internationalization intensity, which is an emergent construct with two 
formative indicators, the remaining non-moderating latent variables are measured using 
multiple reflective indicators. To assess the reliability of the measures we calculated the 
composite scale reliability (Werts, Linn and Jöreskog 1974; Fornell and Larcker 1981; Chin 
1998) and the average variance extracted (Fornell and Larcker 1981; Chin 1998). As far as 
composite scale reliability was concerned, all measures exceeded a value of 0.90. Moreover, 
the square root of the average variance extracted exceeded the intercorrelations of the 
construct with the other constructs in the model indicating discriminant validity in the model 
(Barclay, Higgins and Thompson 1995; Chin 1998). Table 2 summarizes the reliability 
analysis. 
 
Table 2: Composite reliability and intercorrelations of latent variables 
 
7.2. Data Analysis 
To analyze the survey data we used a Partial Least Squares (PLS) approach as implemented in 
PLS-Graph 3.0 (Chin 2001) to estimate both the measurement and structural parameters in 
our structural equation model (Lohmöller 1989; Barclay et al. 1995; Chin 1998; Hulland 
1999). Given the particular design and context of this study, several arguments support the 
use of PLS. First, as opposed to the covariance- or factor-based approach to structural 
equation modeling implemented for example in LISREL, PLS is component-based. 
Therefore, PLS does not require multivariate normal data, places minimum requirements on 
measurement levels, and is more suitable for relatively small samples (Chin 1998). Second, 
Jöreskog and Wold (1982) argue in favor of PLS when the research setting is relatively 
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complex and theoretical information is limited. As such, PLS is recommended over LISREL 
when the emphasis of the study is more on theory development. Third, PLS enables to assess 
individual item reliability, convergent validity of the measures associated with individual 
constructs, as well as discriminant validity (Duxbury and Higgins 1991; Barclay et al. 1995; 
Hulland 1999). A minor yet interesting advantage of PLS is that its results can be interpreted 
easily since the path coefficients in a PLS structural model are standardized regression 
coefficients and the item loadings in the measurement model can be read as factor loadings.  
An acknowledged disadvantage of PLS is the lack of an appropriate goodness-of-fit measure.  
 
To test for the moderator effects specified in the conceptual model we used a method 
analogous to moderated regression analysis (Duxbury and Higgins 1991). We established two 
groups for each moderator based on a median split. PLS was subsequently used to obtain 
parameter estimates and bootstrapping to provide the standard errors of the estimates and the 
accompanying t statistics. The path coefficients for the two groups are tested for significance 
using an independent samples t test (Duxbury and Higgins 1991; Chin 2000). A conservative 
value of α = 0.01 was used for the significance level.  
 
8. Analytical results and discussion 
 
This section presents and discusses the analytical results in three steps. First, we present the 
outcomes of the PLS analysis of the partially moderated model. Second, we compare this 
partially mediated model to a fully mediated model. Finally, we discuss the results of 
moderator analysis.  
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Figure 2 presents the PLS parameter estimates of the partially mediated model. All 
relationships are significant at α=0.01 except for the relationship between intensity and 
propensity which is weaker yet significant at α=0.05. The findings show that the propensity to 
continue internationalization relates significantly to the overall attitude towards 
internationalization (H1 supported), to the intensity of internationalization (H3 supported), and 
to the perceived strategic fit between internationalization and the corporate strategy (H4 
supported). The overall attitude, on its turn, significantly relates to salient beliefs on the 
disconfirmation of performance expectations (H2a supported), to the current intensity of 
internationalization, i.e., the perceived degree of institutionalization (H2b supported), and to 
salient beliefs about the congruence between internationalization and the corporate strategy 
(H2c supported).   
 
Fig. 2: PLS Parameters Estimates of Partially Mediated Model 
 
 
In general, the model shows a more than acceptable variance explained for attitude 
(R²=0.54) as well as for internationalization propensity (R²=0.42). As a point of reference, 
Sheppard et al. (1988) indicated that models of reasoned action explain between 20 and 30% 
of the variance in behavioral intention. To test the very volitional character of our model, as 
postulated in hypothesis 5, we compare the partially mediated model with the nested fully 
mediated model. In the latter model, we assume that the propensity to continue 
internationalization is a pure volitional process. Practically, this means that propensity is only 
explained by attitude and no direct relations between the normative antecedents (i.e., intensity 
and strategic fit) and propensity are postulated. In support of hypothesis 5, the R² of 
propensity in the fully mediated model is significantly lower than the R² of propensity in the 
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partially mediated model (R²partial = 0.42 vs. R²full = 0.34; F2,189=13.03, p<0.001). This supports 
the validity of a semi-volitional or partially mediated model as put forward in hypothesis 5.   
 
Table 3 indicates the standardized path coefficients of the moderators as presented in 
Figure 1. The moderator effects on the relationship between attitude and propensity 
(ATTÆPROP) are significant and attenuate or strengthen as expected. Compared to the non-
moderated model, the relationship between attitude and propensity becomes significantly 
stronger in case of low internal inhibitors (βIL=0.48 vs. β=0.31; p<0.01) and significantly 
weaker in case of high internal inhibitors (βIH=0.20 vs. β=0.31; p<0.01). The same counts for 
the effect of market inhibitors on the relationship between attitude and propensity. These 
results support hypothesis 6a, which postulated that the higher (lower) the degree of perceived 
internal and market inhibitors, the weaker (stronger) the direct impact of intensity on the 
propensity to continue internationalization. As indicated in Table 3, the moderator effects on 
the relationship between intensity and propensity (INTÆPROP) are insignificant for low 
internal and high market inhibitors and are opposite to the direction proposed in hypothesis 6b 
in the case of internal inhibitors, albeit insignificantly. As such, these findings do not support 
hypothesis 6b which stated that higher (lower) internal and external inhibitors attenuate 
(strengthen) the impact of intensity on propensity.  
 
Table 3: Results of moderator analysis 
 
 
The moderator effects on the relationship between strategic fit and propensity 
(FITÆPROP) are all significant, but opposite to the expected direction. Contrary to what is 
stated in hypothesis 6c, higher internal and market inhibitors seem to strengthen the 
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relationship between strategic fit and propensity. Therefore, hypothesis 6c cannot be 
supported. Although these findings were not expected, they are possibly explainable as a 
respondent in one of the additional case study comments: “As long as we can play our own 
game, […] the more barriers we see, the more we go for it. If we can cross the river in our 
way, we might be alone on the other side.” This interpretation concurs with Hamel and 
Prahalad (1989) who argued that strategic fit materializes more strongly in case of 
obstruction. Nevertheless, more analysis is required to investigate these findings.  
 
Finally, the lower part of Table 3 presents the results of the moderator effect of the 
degree of personal international with customers during service delivery (hypothesis 7). 
Concerning the impact on the relationships between intensity and attitude (INTÆATT) and 
between disconfirmation and attitude (DISÆATT), the results are significant and support 
hypotheses 7a and 7b respectively. With respect to the impact on the relationship between 
strategic fit and attitude (FITÆATT), Table 3 shows significant yet unexpected results. 
Contrary to what was postulated in hypothesis 7c, a higher (lower) degree of personal 
interaction attenuates (strengthens) the impact of strategic fit on attitude. Therefore, 
hypothesis 7c cannot be supported. More interaction with the local market results in more 
feeling with the internationalization process and, as a consequence, in a stronger belief that 
the subjective interpretation of a limited number of data may steer future internationalization. 
However, less personal interaction during service delivery seems to strengthen the impact of 
strategic fit on attitude, a finding that may be explained in line with the myopic momentum of 
strategic fit as discussed above.  
 
Although some of the hypotheses related to the moderating variables cannot be 
supported, in general the moderators have a significant impact on the partially mediated 
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model. The significant impact of the inhibitors supports the idea that the behavioral control 
part of the Theory of Planned Behavior (Ajzen 1991) plays a significant part in the 
explanation of the propensity to continue internationalization. The moderating impact of the 
degree of personal interaction supports the relevance of making the model contingent upon a 
services context.  
 
9. Conclusion 
 
The aim of this study was to investigate the antecendents of a firm’s propensity to continue 
service internationalization. Building upon the pivotal role of attitudinal commitment, a 
model of behavioral intention was nested in the established internationalization process 
theory. This model was developed on the basis of Ajzen’s (1991) Theory of Planned Behavior 
and tested on a sample of 193 Austalian international service providers. Our findings show 
that the propensity to continue internationalization depends on overall attitudes, behavioral 
norms, and behavioral control factors. This implies that the internationalization process of the 
firm is neither the result of a rational decision-making process, as implicitly assumed in some 
earlier work on internationalization (e.g., Young et al. 1989), nor is it the outcome of a purely 
evolutionary process as assumed in the Uppsala Model (Johanson and Vahlne 1990).  
 
To the extent that ongoing internationalization is the result of managerial discretion, 
the findings support the idea that it is not build upon a rational decision-making process, 
which relies upon exhaustive information sources. To the contrary, it seems that the volitional 
character of internationalization emerges from simple heuristics and compensatory 
interactions among belief structures, which aim at satisficing (not optimizing) behavior 
(March and Simon 1958; Kahneman, Slovic and Tversky 1982). Indeed, while people can 
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hold many beliefs about any given behavior, they can attend to only a relatively small number 
at any given moment. The present study suggests that these beliefs result from the 
disconfirmation of outcome expectations (i.e., the appreciation of previous performance), 
structural and strategic inertia, and perceived internal and market inhibitors. This limited set 
of subjective antecedents is in line with decision-making theory, which expects managers to 
decide on the basis of subjective, past-oriented and simple data inputs (Janis and Mann 1977; 
Krabuanrat and Phelps 1998; Eisenhardt and Zbaracki 1992). 
 
 While ongoing internationalization seems not to be the result of extended decision-
making, it is neither a purely evolutionary process as assumed in the Uppsala Model 
(Johanson and Vahlne 1990). A firm’s attitude towards internationalization as well as the 
interpretation of exogenous factors steer a firm’s propensity to ongoing internationalization. 
Therefore, we suggest embedding an attitudinal component in the U-Model. A conceptual 
split between instrumental and attitudinal commitment in the internationalization process 
theory assures conceptual congruence with theories of planned behavior and allows for a more 
dynamic perspective on, for instance, discontinuity and acceleration in the internationalization 
process of the firm. In sum, ongoing internationalization is to be considered and modeled as a 
semi-volitional process.  
 
Further analysis is required to better understand the interaction between the volitional 
and non-volitional antecedents of the propensity to continue internationalization. Moreover, 
the model would significantly benefit from an optimization of some of the measures. The 
moderating inhibitors that impact upon the relationship between the normative constructs 
(intensity and strategic fit) and propensity require additional investigation as well as a broader 
operationalization. Further, the current model misses the possible mediating role of risk 
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propensity and risk perception (Forlani and Mullins 2000) as critical drivers in many heuristic 
and decision-making models (Sitkin and Weingart 1995). Finally, the external validity of this 
perspective has to be enhanced be focusing on other and more specific industry contexts. 
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 Figure 1: The propensity to continue service internationalization:  
      A partially mediated model of planned behavior 
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Figure 2: PLS parameters estimates of partially mediated model  
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 Table 1: Measures 
 
Label (type) 
 
Indicators  Anchor Points 
Intensity 
(Open) 
- % of annual sales from internat. operations 
  most recent fiscal year 
- % of annual sales from internat. operations 
  past three financial years 
N/a 
Disconfirmation 
Of Expectations 
(5-point Likert type) 
- overall performance rel. to expectations 
- accrued benefits rel. to expectations 
- problems rel. to expectation 
 
much worse/much better 
 
Strategic Fit 
(5-point Likert type) 
- internationalization is consistent with our 
  organization’s mission 
- The financial returns are greater if we 
  internationalize 
- international operations are potentially 
  more profitable than domestic operations 
- internationalization enhances services 
  diversification 
- internationalization helps developing 
  competitive services 
strongly disagree/ 
strongly agree 
Attitude 
(5-point Likert type) 
- commitment to internationalization is high 
- internationalization is a desirable path 
- internationalization can make major 
  contribution to the firm’s growth 
 
strongly disagree/ 
strongly agree 
Personal Interaction 
(5-point Likert type) 
- overall interaction  
- face-to-face interaction  
- frequency of interaction  
high/low 
Internal inhibitors 
(5-point Likert type) 
- lack of expertise 
- inappropriate services 
- inadequate resources 
- lack of capital 
Market 
Inhibitors 
(5-point Likert type) 
- difficulty of gaining entry 
- lack of contacts 
- underdeveloped markets 
- competition abroad 
hinder to great extent/ 
not hindering at all 
Propensity 
(5-point Likert type) 
- likelihood of continuing internationalization 
- possibility of continuing internationalization 
- chance of continuing internationalization 
very unlikely/very likely 
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 Table 2: Composite reliability and intercorrelations of latent variables 
Intercorrelations of Latent Variables  # of 
items 
Composite 
Reliability 
1. 2. 3. 4. 5. 
1. Intensity 2 0.92 0.92     
2. Disconfirm. 3 0.91 0.24 0.88    
3. Strategic Fit 5 0.90 0.40 0.22 0.79   
4. Attitude 3 0.91 0.49 0.45 0.63 0.85  
5. Propensity 3 0.96 0.38 0.26 0.57 0.59 0.95 
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 Table 3: Results of Moderator Analysis a 
ATTÆPROP INTÆPROP FITÆPROP Relationships 
Standardized Path Coefficients 
Unmoderated Model 0.31** 0.14* 0.31** 
    
Moderated Model    
Internal Low (n=101) 0.48** 0.11 0.22* 
 High (n=92) 0.20** 0.18** 0.38** 
     
Market Low (n=114) 0.40** 0.32** 0.25** 
 High (n=79) 0.19* 0.03 0.44** 
     
INTÆATT DISÆATT FITÆATT Relationships 
Standardized Path Coefficients 
Unmoderated Model 0.21** 0.30** 0.48** 
     
Moderated Model    
Interaction Low (n=86) 0.26* 0.30** 0.47** 
 High (n=50) 0.40** 0.41** 0.27* 
     
a All t tests for the moderator analyses are significant at α<0.01 
* p<0.05 
** p<0.01 
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